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HEBERT, SCHENK & JOHNSEN, P.C.
1440 E. Missouri Avenue

Missouri Commons Suite 125

Phoenix, Arizona 85014-2459
Telephone: (602) 248-8203

Facsimile: (602) 248-8340

E-Mail Address; cjj@hsjlaw.com

Carolyn J. Johnsen - 011894
Attorneysfor Debtor

IN THE UNITED STATESBANKRUPTCY COURT
FOR THE DISTRICT OF ARIZONA

Inre: Chapter 11 Proceedings
LEEWARD HOTELS, L.P., an Arizona Case No. B-99-09162-ECF-GBN
limited partnership,

RESPONSE TO OBJECTIONSTO DEBTOR’S
Debtor. DISCLOSURE STATEMENT

Hearing Date: January 10, 2000
Time: 10:00 am.
Courtroom 4, 10" Floor

Leeward Hotels, L.P. (“Debtor”) responds to the objections to its Disclosure Statement filed by
LaSdle Nationa Bank, through its servicer Lennar Partners, Inc. (“Lennar”); Best Western International Inc.

(“Best Western”); and Ramada Franchise Systems, Inc. and Days Inns of America (collectively “Ramada’).

. RESPONSE TO LENNAR’SOBJECTIONS

While much of Lennar’s 38-page objection addresses confirmation issues such as feasibility and
classification, the Debtor believes certain clarification and updating is necessary. Debtor proposes to amend its
Disclosure Statement and Plan to incorporate those changes, many of which have been suggested by Lennar. The
various points raised by Lennar are discussed below.

A. Confirmation I ssues

Lennar ingists on trying to turn this case into a 203 North LaSalle case. Itisnot. Debtor’'s Plan

isnot a new vaue plan; it isafull-pay plan. To the extent Debtor’s ability to generate sufficient funds to pay
creditorsor its proposed interest rates are questionabl e, those issues are appropriately tested at confirmation, not

in the disclosure process.
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Debtor has set forth in greater detail in its Response to Lennar’ s Motion to Modify Exclusivity its

arguments pertaining to the inapplicability of 203 North LaSalle to this case. For brevity sake, those arguments

are not repeated here, but rather Debtor incorporates its Response by reference. In sum, the 203 North LaSalle

analysisis not relevant to approval of Debtor’s Disclosure Statement.

B. Disclosure | ssues

1. GMAC Settlement

Debtor will amend its Disclosure Statement to include the following discussion: On December
21, 1999 the Debtor filed amotion to approve a settlement with GM A C which agreement providesfor the return
of the Lubbock Hotel to GMAC in full satisfaction of itsdebt. In addition, the agreement requires GMAC to pay
$70,000 to pay for certain pre-petition taxes and other expenses and $60,000 to pay for post-petition operating
expenses. Thiswill reduce the amounts projected for payment of pre-petition debt. As part of the settlement,
Debtor isreleasing all claimsagainst GMAC including itspreferenceclaim of $100,000. The Preference Recovery
Pool will be reduced accordingly and will be at a maximum of $550,000; however, Debtor does not believe this
will impact the recovery in full by creditorsin Classes 3D & E. No objections to the settlement were filed.

2. Risk Factors

The Debtor will amend its Disclosure Statement to include a discussion of the following risk
factors: (a) theaccuracy of the projected cash flows; (b) therisk of saleor refinancing of the Hotels at aprojected
amount; (c) theimpact of the rel ease prices on unpaid claims; (d) the contingency related to litigation with Lennar
regarding its preference and how creditors will be paid if the Preference Recovery Pool is less than anticipated;
and (e) the potential claims arising from atermination of the franchise agreement with Best Franchising.

3. Projections

The Debtor will amend its Disclosure Statement to include a discussion of the following: (a) the
actual operating statements for 1999; (b) assumptions for projections; (c) the basis for Debtor’s estimate of
Lennar’ sclaimsincluding thevalues placed onthe Hotel sand thefact that L ennar disputesthe Debtor’ sassertions,
(d) Lennar’s election under 1111(b) with respect to the Olathe, Ottawa and Liberty Hotels; (e)
Debtor’s projection for the future value of the Hotels and the basis for the projection; (f) a reclassification of

Lennar’ s allowed secured claim as per each Hotel and a clarification of the release prices and balloon payments.
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4. Release Prices

The Debtor will amend its Disclosure Statement to clarify the Release Prices for each of the
retained Hotels. Specifically, each Release Price will be a percentage based on the amount of the debt owed to
Lennar and Best and calculated to ensure creditors will be paid in full.

5. Classification

Asindicated previously and in Debtor’ s Response to Lennar’ s Motion to Determine the Propriety
of Classification, the Debtor will amend its Disclosure Statement and Plan to provide for separate classification
of Lennar’ sallowed secured claim as per each Hotel . Debtor hasindicated in its Disclosure Statement the general
basis for its classification of unsecured claims but will provide additional discussion regarding the fact that
clamants which are not paid immediately receive interest and are therefore not subordinated. Debtor will aso
disclose that the interest rates proposed for Lennar and Amresco are the contract interest rates on the original
loans.

6. Pre-bankruptcy Events

To Debtor’s half-page summary of pre-bankruptcy events intended only to indicate impetus for
filing bankruptcy, Lennar has responded with 7 pages of rhetoric, some of which is untrue and most of which is
irrelevant. Nevertheless, in order to permit Lennar the ability to explain its position, Debtor iswilling to include
a one-page summary written by Lennar which addresses any of these matters. Debtor will include a one-page
summary as necessary to refute the allegations.

7. Capital Infusion

Debtor hasexecuted thefranchiseagreement with Best Franchising but isawaiting Best’ ssignature.
Debtor has not yet executed the promissory notes or deeds of trust. Debtor will provide afull discussion of the
agreements in its amended Disclosure Statement and will indicate that a full set of documents will be available

upon request.
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8. Executory Contracts

Debtor will clarify its intention to assume and reject various executory contracts including the
Management Agreement with Kilburg Management, L.L.C. and will provide further discussion of the impact of

the rgjection and/or assumption of the contracts on the Plan.

. RESPONSE TO RAMADA OBJECTIONS

Ramada and the Debtor disagree as to whether the transfer of the Hotels to the Debtor was a
violation of the franchise agreements. The license agreements expressly permit certain transfers such as that
effectuated in this case. Debtor also disputes Ramada’ s contention that it is unable to assume the agreementsfor
the Abilene and Albuguerque Hotels. Nevertheless, Debtor will include adiscussion in its Disclosure Statement
regarding Ramada’ s position.

Debtor was not served with Ramada’ s Adversary Complaint until January 3, 2000. It appearsthe
Adversary Complaint wasfiledinviolation of astandstill agreement dated October 9, 1999 executed by the Debtor
and Ramada. Although the Debtor believesit will resolve with Ramadatheissuesraised in the Complaint, Debtor

will include a discussion of the allegations and any impact it may have.

1.  RESPONSE TO BEST WESTERN OBJECTIONS

Best Western and Debtor disagree as to whether the transfer of the Hotels to the Debtor caused
a termination of the membership agreements. Nevertheless, Debtor will include a discussion in its Disclosure
Statement regarding Best Western's position. Debtor will also clarify that it is rejecting the Best Western

agreements.
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IV. ADDITIONAL DISCLOSURES

Debtor will update its Disclosure Statement to include the following post-bankruptcy events: (1)
Lennar’s motion to modify exclusivity; (2) Lennar’s motion regarding classification; (3) Lennar’s objection to
claims; (4) Debtor’ scomplaint against Southwestern Bell; (5) Best Western’ smotion to modify theautomatic stay;
(6) Ramada’s complaint; (7) Lennar’s motion to amend schedules; and (8) GMAC’s motion to lift stay and

settlement.

DATED this 7" day of January, 2000.
HEBERT, SCHENK & JOHNSEN, P.C.

By _ /d/ Carolyn J. Johnsen #011894
Carolyn J. Johnsen
1440 East Missouri Avenue
Missouri Commons Suite 125
Phoenix, Arizona 85014-2459
Attorneys for Debtor

COPY of the foregoing mailed or

served via (fax*/ electronic notification**
or hand-delivery if marked ***)

this 7" day of January, 2000, to:

Office of the U.S. Trustee
P.O. Box 36170
Phoenix, AZ 85067-6170

Michel W. Carmdl, LTD.

80 East Columbus Avenue

Phoenix, Arizona 85012-2334
Counsdl for Kilburg Management,
Kilburg Employment; Kilburg Hotels

Thomas J. Salerno (602-253-8129)*

Jordan A. Kroop

Renee Sandler Shamblin

SQUIRE SANDERS & DEMPSEY, L.L.P.
40 N. Centra Ave., Suite 2700

Phoenix, AZ 85004

Laurel M. Isicoff

KOZYAK TROPIN & THROCKMORTON, P.A.
2800 First Union Financial Center

200 S. Biscayne Blvd.

Miami, FL 33131
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Randolph J. Haines (602-262-5747)*
LEWIS AND ROCA, LLP

40 North Central

Phoenix, Arizona 85004-4429

Loca Counsdl for AMRESCO

Daren W. Perkins, Esg. (602-382-6070)*
Phil Rudd

SNELL & WILMER, L.L.P.

One Arizona Center

Phoenix, Arizona

Loca Counsdl for GMAC (LaSalle)

David W. EImquist, Esg.

WINSTEAD SECHREST & MINICK, P.C.
5400 Renaissance Tower

1201 Elm Street

Dallas, Texas 75270-2199

Counsdl for GMAC (LaSalle)

Mikel R. Bistrow, Esg.

LUCE, FORWARD, HAMILTON & SCRIPPS, L.L.P
600 West Broadway, Suite 2600

San Diego, California 92101-9886

Douglas G. Zimmerman (602-495-2626)*
Michad G. Hems

JENNINGS, STROUSS & SALMON, P.L.C.
One Renaissance Square

Two North Central Avenue

Phoenix, Arizona 85004-2393

Counsel for Best Western International, Inc.

TimL. Smal, Sr.

Director of Credit

BEN E. KEITH COMPANY
601 E. 7" Street

P.O. Box 2628

Ft. Worth, Texas 76113-2628

Timothy R. Greiner (973) 335-8018*
GREINER Gallagher & Cavanaugh, L.L.C.
2001 Route 46, Suite 202

Parsippany, New Jersey 07054

Counsdl for Ramada Franchise Systems, Inc,
Days Inns of America, Inc.

Missouri Department of Revenue
Bankruptcy Unit

ATTN: Gary L. Barnhart

P.O. Box 475

Jefferson City, Missouri 65105-0475
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Charles Brackett

Kleberg Law Firm

First City Tower

1001 Fannin, Ste. 1100

Houston, TX 77002-6708

Counsel for Mavco Construction Co.

Steven N. Berger

ENGLEMAN BERGER, P.C.

One Columbus Plaza, Suite 100

3636 North Central Avenue

Phoenix, Arizona 85012-1985

Counsdl for Ramada Franchise Systems

James H. Burshtyn

LINEBARGER HEARD GOGGAN BLAIR
GRAHAM PENA & SAMPSON, LLP
1949 South IH 35 (78741)

P.O. Box 17428

Austin, Texas 78760-7777

Counsel for Round Rock I1SD

Elizabeth Weller

Monica McCoy-Purdy

Edward Lopez, Jr.

LINEBARGER HEARD GOGGAN BLAIR
GRAHAM PENA & SAMPSON, LLP
2323 Bryan Street, Suite 1720

Dallas, Texas 75201-2691

Counsdl for City of Dallas/DISD

Dennis D. Miller, Esq.

EVERS & HENDRICKSON, L.L.P.

155 Montgomery Street, 12" Floor

San Francisco, CA 94104

Counsdl for Phoenix Leasing Incorporated

Michael Reed

MCREARY, VESELKA, BRAGG & ALLEN, P.C.
P.O. Box 26990

Austin, Texas 78755-0990

Counsel for County of Williamson

Williamson County RFM

County of Taylor, City of Abilene

Abilene Independent School District

/s/ Jolynn Marquardt
F:\Data\K |LBURG.B\9903401\rep-obj-ds.wpd




